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RLEC DARWINISM 
Evolve To Survive 

 

 
Â Darwinism ς A of body theories dealing with evolution by natural 

selection 

 

Â Natural Selection ς The process in nature by which only the 

organisms that can best adapt to their environment tend to 

survive while those less able to adapt tend to be eliminated 

 

Â Evolution ς A gradual process in which something changes into a 

different and usually more complex or better form 
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THE FACTS 
Forces Fueling The Evolution Of The RLEC 

Â Competition is eroding customer bases and reducing market shares 

 

Â Technology is changing the way customers communicate 

 

Â Regulatory change is threatening the support mechanism that have built the 

industry 

 

Â Changing dynamics are forcing RLECs to become more market-focused 

 

Â ¢ǊŀŘƛǘƛƻƴŀƭ ŘŜōǘ ŀƴŘ Ŝǉǳƛǘȅ ǇǊƻǾƛŘŜǊǎ ŀǊŜ ǊŜŀǎǎŜǎǎƛƴƎ ǘƘŜ ƛƴŘǳǎǘǊȅΩǎ 

investment and value propositions in light of its changing risk profile 
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THE QUESTIONS 
Questions To Ask Ourselves 

Â Can RLECs expect regulatory support to remain forever? 

 

Â Can RLECs lessen or eliminate competition? 

 

Â Can RLECs slow down technological change? 

 

Â Can RLECs materially influence the buying patterns of its customers? 

 

Â Can RLECs evolve to deal with current realities? 
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THE QUESTIONS 
Questions To Ponder 

Â How are rural telcos repositioning themselves in light of regulatory, 

technological and competitive uncertainty? 

 

Â What is working?  Is it enough? 

 

Â What role will small telephone companies play in the future? 

 

Â Are industry advocacy efforts on target? 

 

Â Is industry consolidation and business failure inevitable?  
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WHERE HAVE WE BEEN? 

άIƛǎǘƻǊȅ ǘŜŀŎƘŜǎ ǳǎ ǘƘŀǘ ƳŜƴ ŀƴŘ ƴŀǘƛƻƴǎ ōŜƘŀǾŜ ǿƛǎŜƭȅ ƻƴŎŜ 
ǘƘŜȅ ƘŀǾŜ ŜȄƘŀǳǎǘŜŘ ŀƭƭ ƻǘƘŜǊ ŀƭǘŜǊƴŀǘƛǾŜǎέ 

-Abba Eban 
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THE RLEC INDUSTRY 
Watershed Enablers 

Â 1934 ς Telecommunications Act of 1934 

Â 1949 ς Rural Electrification Act 

Â 1960s ς Cost-based settlements 

Â 1984 ς Divestiture and the access charge system 

Â 1986 ς Universal Service Fund 

Â 1990s ς Rural cellular lotteries 

Â 1996 ς Telecommunications Act of 1996 
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THE RLEC INDUSTRY 
How Sweet It Was! 

Â As many as 6,000 ILECs at one point 

 

Â ! άƭƛŎŜƴǎŜ ǘƻ ǇǊƛƴǘ ƳƻƴŜȅέ 

 

Â Upside restricted, downside protected 

 

Â System perpetuated family and cooperative ownership 
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WHERE ARE WE TODAY? 

άAbout the time we can make the ends meet, somebody moves the ends. έ 

-Herbert Hover 

? 
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ILEC Access Lines: 2000-2010 

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Number of ILECs 
 857 846 829 828 826 825 810 799 784 771 766 

Number of Access Lines (in 
millions) 194 191 184 177 168 159 150 142 128 115 102 

% Change In Access Lines   -1.9 -3.6 -3.9 -4.9 -5.7 -5.6 -5.1 -9.6 -10.3 -11.5 

THE RLEC INDUSTRY ς CIRCA 2011 
Are Access Lines Still Relevant? 
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òFixedó broadband growth is slowing down 

òMobileó broadband is taking off! 

THE RLEC INDUSTRY ς CIRCA 2011 
Will Broadband Save The Day? 
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Small ILECs served 
approx. 3% of all 
voice connections 

Small ILECs will serve 
< 1% of all voice 
connections 

THE RLEC INDUSTRY ς CIRCA 2011 
Has Wireless Won The Voice Game? 

5{[ ƛǎ άƻōǎƻƭŜǘŜέ 
                    -Randall Stephenson 

                            July 2011 
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Â Customers continue to cut the cord 

Â CDC says 29.7% have cut the cord as 

of December 31, 2010 

Â ¢ƘŀǘΩǎ ǳǇ ŦǊƻƳ нсΦс҈ ŀǎ ƻŦ WǳƴŜ олΣ 

2010 

Â Largest six month increase 

Â 15.7% received all or almost all calls 

on wireless phones despite having a 

land-line phone at home 

 

 

 

THE RLEC INDUSTRY ς CIRCA 2011 
Cutting the Cord 
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THE RLEC INDUSTRY ς CIRCA 2011 
When Will Wireless Slow Down? 
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Wireless Penetration 
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Source: CTIA 
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THE RLEC INDUSTRY ς CIRCA 2011 
[ŜǘΩǎ DŜǘ aŀŘ aŜƴ 
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άGovernment's view of the economy could be 
summed up in a few short phrases: If it moves, 
tax it. If it keeps moving, regulate it. And if it 

stops moving, subsidize it.έ 

-Ronald Reagan 

άDƻǾŜǊƴƳŜƴǘ ŘƻŜǎ ƴƻǘ ǎƻƭǾŜ ǇǊƻōƭŜƳǎΤ ƛǘ 
ǎǳōǎƛŘƛȊŜǎ ǘƘŜƳΦέ 
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ILECs '102 5 3 1 3 6 24 90 12 10 14 31 27 55 55 79 146 203

ILECS BY NUMBER OF ACCESS LINES SERVED PER STATE 

Â 766* total ILEC 

(combining multiple 

ILEC ownership) 

Â 98% serve less than 

100k lines 

Â 70% serve less than 

5k lines 

Â 46% serve less than 

2k lines 

Â 27% serve less than 

1k lines 
Serve a combined 110k access lines 

Serve a combined 210k access lines 

* Includes AK, HI, GU, PR, etc. 

ITΩS A SMALL, SMALL WORLD 
ро҈ ƻŦ ǘƘŜ άтотέ {ŜǊǾŜ [Ŝǎǎ ¢ƘŜƴ нΣрлл !ŎŎŜǎǎ [ƛƴŜǎ 
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V 7.8m square miles in 
the contiguous U.S. 
 

V 3.9m square miles 
served by RBOCs 
 

V 1.3m square miles 
ǎŜǊǾŜŘ ōȅ ǘƘŜ άaƛƴƛ 
.h/ǎέ 
 

V 2.6m square miles 
served by all other 
telephone companies 

V RBOCs served 85m access lines at the end of 2010 
 

V RBOCs served an average of 21.8 access lines per square mile 

ITΩS A SMALL, SMALL WORLD 
The RBOCs ς 85% of Lines over 50% of Area 
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V Mini BOCs served 9.9m access lines at the end of 2010 
 

V Mini BOCs served an average of 7.4 access lines per square mile 

ITΩS A SMALL, SMALL WORLD 
The Mini BOCs ς 10% of Lines over 17% of Area 

V 7.8m square miles in 
the contiguous U.S. 
 

V 3.9m square miles 
served by RBOCs 
 

V 1.3m square miles 
ǎŜǊǾŜŘ ōȅ ǘƘŜ άaƛƴƛ 
.h/ǎέ 
 

V 2.6m square miles 
served by all other 
telephone companies 
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V ¢ƘŜ άтотέ telcos served 5.5m access lines at the end of 2010 
 

V ¢ƘŜ άтотέ telcos served an average of 2.1 access lines per square mile 

ITΩS A SMALL, SMALL WORLD 
¢ƘŜ άтотέ ς 5% of Lines over 33% of Area 

V 7.8m square miles in 
the contiguous U.S. 
 

V 3.9m square miles 
served by RBOCs 
 

V 1.3m square miles 
ǎŜǊǾŜŘ ōȅ ǘƘŜ άaƛƴƛ 
.h/ǎέ 
 

V 2.6m square miles 
served by all other 
telephone companies 
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FUTURE TRENDS 
Trying To Make Some Sense Of It All 

You need to keep an ear to the 
ƎǊƻǳƴŘΧ 

But keep your head out of the 
sand! 
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Change is the law of life. And those 
who look only to the past or present 

are certain to miss the future. 
 

John F. Kennedy 
 

FUTURE TRENDS 
Look to the Future 
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tǊŜŘƛŎǘƛƻƴǎ ŀǊŜ ƘŀǊŘ ǘƻ ƳŀƪŜΧ 
especially about the future. 

 Yogi Berra 
Modern Day Soothsayer 

FUTURE TRENDS 
Wise Words From Yogi 
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Â Traditionalists and Baby Boomers are fading fast into the sunset 

Â 76m Baby Boomers start retiring in 2011 (11,500 per day, 8 every second) 

Â 11,000 new births in the U.S each day 

Â aƻƻǊŜΩǎ [ŀǿ ƛǎ ǎǘƛƭƭ ŎƘǳƎƎƛƴƎ ŀƭƻƴƎ 

Â aƻƻǊŜΣ ƛƴ мфсрΣ ǇǊŜŘƛŎǘŜŘ ǘƘŜ ǘǊŜƴŘ ǿƻǳƭŘ ƭŀǎǘ άŀǘ ƭŜŀǎǘέ ǘƘǊƻǳƎƘ мфтр 

Â Now expected to continue until 2015 to 2020 or later 

Â AT&T Executive ς wireless penetration at 300% by 2013 

Â Cisco expects Internet traffic to quadruple by 2014 

Â SNL Kagan predicts that 10% of homes will be OTT by 2015 

Â Sandvine says that 30% of peak downstream traffic is Netflix 

Â Apple is still making really cool stuff 

Life is what happens to you 
while you are busy making other 

plans 

 John Lennon 

FUTURE TRENDS 
hǘƘŜǊ ά5ƛǎǊǳǇǘƛƴƎέ ¢ǊŜƴŘǎ 
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The only thing we know about the 
future is that it will be different. 

 
Peter Drucker 

Management Guru 

FUTURE TRENDS 
So, Where Are We Heading? 
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ά¢ŜƭŜǾƛǎƛƻƴ shows will continue to be broadcast as they are today for 

synchronous consumption.  After they air, these shows ς as well as thousands 

of movies and virtually all other kinds of video ς will be available whenever 

you want to view them.έ  

  

 

 

A joint venture of NBC Universal, Fox 

Entertainment and ABC (Walt Disney) 

with funding by Providence Equity 

 

Started in 2007 

Publicly traded (Nasdaq:NFLX) had 17m 

subs at the end of 3Q10 (up 2m during 

the quarter) and generated $1.6b of 3Q 

revenues. Stock currently trading at P/E of 

64.3x  

 

Started in 1997 

Jointly developed by Google, Intel, 

Sony and Logitech 

 

Announced in May 2010 

Use an HDTV set to view photos, play 

music and watch video from the 

Internet or a local network 

 

2G Launched Sept. 2010 

BILL HAD IT RIGHT! 
Can You Say Over-The-Top 
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άaƻǾƛŜǎΣ television programs, and all sorts of other digital information will be 

stored on ΨǎŜǊǾŜǊǎΣΩ which are computers with capacious disks.  Servers will 

provide information for use anywhere on the network.  If you ask to see a 

particular movie, check a fact, or retrieve your electronic mail, your request will 

be routed by switches to the server or servers storing that information.  You 

ǿƻƴΩǘ know whether the material that arrives at your house is stored on a 

server down the road or on the other side of the country, nor will it matter.έ  

  

 

 

BILL HAD IT RIGHT! 
Storm Clouds On The Horizon 
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άLŦ other people are visiting the same [location], you will be able to choose to 

see them and interact with them or not, as you please.  Your visits ƴŜŜŘƴΩǘ be 

solitary experiences.  Some locations will be used purely for cyberspace 

socialization; in others no one will be visible.  Some will force you to appear to 

some degree as you are; others ǿƻƴΩǘ.  The way you look to others will 

depend on your choices and the rules of the particular location.έ 

BILL HAD IT RIGHT! 
Living Life On-Line 
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òYouõll be able to keep all these and more in another information appliance we call the 

wallet PC.  It will be about the same size as a wallet, which means youõll be able to carry 

it in your pocket or purse.  It will display messages and schedules and also let you read 

and send electronic mail and faxes, monitor weather and stock reports, and play both 

simple and sophisticated games.  At a meeting you might take notes, check your 

appointments, browse information if you are bored, or choose from among thousands of 

easy-to-call-up photos of your kidsé..Rather than holding paper currency, the new wallet 

will store unforgeable digital money.ó 

BILL HAD IT RIGHT! 
The Digital Wallet 
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It is evident that the Telecommunications Act of 1996 has failed to produce the consumer benefits 

policy makers promised because competition has failed to take hold across the communications 

industry. The Act's failure is not because, as some have suggested, the Federal Communications 

Commission was overly regulatory in seeking to create conditions ripe for competition. The 

fundamental problem is that the huge companies that dominate the telephone and cable TV 

industries prefer mergers and acquisitions to competition. They have refused to open their markets 

by dragging their feet in allowing competitors to interconnect, refusing to negotiate in good faith, 

litigating every nook and cranny of the law, and avoiding head-to-head competition like the 

plague.  

Consumers Union 
Lessons From 1996 Telecommunications Act: 

Deregulation Before Meaningful Competition Spells Consumer Disaster 

 

THE C//Χ bOT SO MUCH! 
Little In The Way Of Consumer Benefits 
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άLƴ general, while the universal service sections of the Act remain under threat, 

they have been the most successful provisions of the Telecommunications Act. The 

provisions to encourage competition have failed. President Clinton's promise of 

protection against monopolies in promotion of diversity would be laughable if the 

consequences were not so tragically opposite.έ  

Mark Lloyd 
The Leadership Conference: 

Successes and Failures of the 1996 Telecommunications Act 
 

THE C//Χ bOT SO MUCH! 
Regulation-Motivated Competition Underwhelming 
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Only one man in a thousand is a leader of men ς the other 
999 follow women 

 Groucho Marx 

The Regulators The Rich Nerds 

OR 

FUTURE TRENDS 
So Who are You Betting On? 
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HOW CAN THE INDUSTRY RESPOND? 


